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Agricultural producers have been experiencing significant income pressures, leading to a 
search for alternative sources of income.  One of such is value-added agricultural 
businesses that allow the farmers to stay on the farm and undertake entrepreneurial 
ventures to improve their finances.  How do farmers make sense of their environment as 
they consider their options for value-added business ventures? This paper presents a 
sensemaking model and links it to entrepreneurship decisions, allowing us to explain how 
producers may make such decisions.   
 
As far back as 1979, Shaw (1979) argued that farmers who have not adequately 
transitioned to take advantage of scale economies are more financially at risk in the then 
emerging global economy.  However, strategies that increase scale economies are a 
function of the abilities, skills and risk aversion characteristics of the decision-maker.  
Mishra and Goodwin (1997) found that if farmers are risk averse, then greater farm 
income variability should lead to an increase off-farm employment.  Agreeing with their 
observations would lead to the conclusion that risk aversion is high among producers 
because the share of total farm family income emanating from agriculture declined from 
about 50 percent in 1960 to less than 15 percent in 2005 (USDA 2006).   
It is not surprising that the number of farmers in the U.S. has been declining.  
After all, if more farmers are making their living from off-farm income, they will 
invariably choose to leave farming all together.  This trend has been a concern in policy 
circles because both federal and state level policies are constantly being implemented to 
enhance producer on-farm incomes.  The 2002 Farm Bill, for example, specifically 
identified value-added agriculture as an option to stem the financial problems of 
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producers by providing them with incentives to earn income from farm-related activities, 
allocating about $40 million per annum towards programs.  These programs encompassed 
direct financial support, such as value-added producer grants, and in-kind support in the 
form of education and technical services, such as the Agricultural Marketing Resource 
Center (www.agmrc.org) and the various agricultural innovation centers financed by 
USDA.  The Natural Resources Conservation Service also expanded its mandate to 
include value-added agricultural initiatives such as agritourism, so that it can help 
producers utilize their natural resources to generate alternate incomes so they will stay on 
the farm (NCRA/USDA 2005).   
These federal and state level incentives influenced and continue to influence some 
producers to launch value-added ventures to enhance their family income instead of 
taking off-farm employment.  Does this imply that their risk aversion coefficient has 
declined (Mishra and Goodwin 1997) or that they were already oriented towards 
entrepreneurial ventures?  What are the factors motivating those who do choose to launch 
these ventures instead of take off-farm employment as a solution to their family income 
situation?  And what process do these entrepreneurs go through en route to their decisions 
about engaging in value-added ventures?   
This paper attempts to answer these questions drawing on the entrepreneurship 
and sensemaking literature.  We illustrate the concepts we develop in this paper using a 
case example of agritourism entrepreneurs who are also primary producers.  We are 
hoping to increase our understanding of the processes involved with recent 
entrepreneurial activities on farms by producers engaging in value-added businesses.  We 
are also hoping that the results of this research contribute in some way in guiding policy 3 
 
makers in how incentives are developed and delivered to minimize signaling producers in 
the making of inefficient economic decisions.  Minimizing signaling errors is important 
because the costs associated with these errors often exacerbate the prior conditions of the 
producers that the incentives aimed to address. 
 
Sensemaking and Economic Agents 
 Sensemaking is a motivated, continuous effort to understand connections among 
observed or perceived data within their context of occurrence in order to anticipate their 
trajectories and act effectively (Klein et al. 2006a).  From an economic agent’s 
perspective, then, sensemaking is the beginning of an assessment of what has happened, 
and is happening, to determine what may happen in order to develop strategies and 
actions to create desired outcomes.  In this sense, sensemaking is not merely a cognitive 
exercise but an action/outcome-driven process, consciously undertaken to facilitate 
superior outcomes than would otherwise occur.   
People live in uncertain environments and are often confronted with situations 
they have not seen before (Louis and Sutton 1991).  As such, they are constantly 
reflecting and codifying the meaning of events and things happening in their 
surroundings, trying to make sense in order to minimize the adverse effects of these 
events and maximize their favorable effects.  According to Weick (1998 p. 106), sense is 
“generated by words that are combined into sentences of conversation to convey 
something about our ongoing experience.”  Thus, sensemaking has been presented as 
structuring the unknown (Waterman 1990) and as the interaction of information search, 
meaning ascription and their associated responses (Thomas et al. 1993).  However, 4 
 
Weick (p.14) distinguishes sensemaking from interpretation, arguing that sensemaking is 
about how people generate how they interpret, highlighting the “invention that precedes 
interpretation . . . implying a higher level of engagement by the actor.”   
Weick isolates seven properties of the sensemaking process that distinguish it 
from understanding, interpretation and attribution.  As a process, sensemaking is 
grounded in identity construction; it is retrospective; and enactive of sensible 
environment.  Sensemaking is social, continuous, focused on and by extracted cues, and 
driven by plausibility instead of accuracy.  Sensemaking is grounded in identity 
construction because sensemaking begins with the agent making sense.  In this regard, 
the sensemaking that emerges is based on who the agent is and is becoming, and what is 
going on.  Sensemaking is retrospective because it is based on the agent’s historical and 
current realities and involves the construction of a sensible environment based on those 
realities.  Sensemaking is continuous because the environment is constantly in some flux, 
with information changing the way the environment is perceived and organized.  Klein et 
al. (2006 p. 72) note that “sensemaking doesn’t always have clear beginning and ending 
points.”  This results from the changes in perception and the learning that come from the 
interactions among the variables engendering the sensemaking process.   
Sensemaking is also a social activity, thereby involving conversations with others 
directly or indirectly associated with the changing environment in search of better 
information about the environment and its antecedents, as well as the characteristics and 
ramifications from alternative actions.  It also involves exchange of ideas and 
perspectives that together influence how the agent actively interacts with the environment 
in the search for meaning.   5 
 
Neoclassical economists maintain rationality as a major assumption for explaining 
human behavior and decision-making.  However, Kahneman (2003) and others after him 
have argued that human action is often based on plausibility of outcomes rather of 
certainty of the accuracy of the decisions.  Thus, sensemaking involves constant 
reassessment of information and available data to modify expectations, environments and 
strategies.  As O’Connell (1998, p. 206) sees it, ‘we construct the meanings of things 
based on reasonable explanations of what might be happening rather than through 
scientific discovery of “the real story.”’  In this sense, decision-making may be less about 
the conscious selection of optimal options and more about intuition and naïve estimation 
of the odds of outcomes.  Indeed, as observed by March (1989, p. 14), “decision making 
is a highly contextual, sacred activity, surrounded by myth and ritual, and as much 
concerned with the interpretive order as with the specifics of particular choices.”  This 
leads us to agree with Reed (1991 p. 561) in his view that: 
Decision making preferences are often inconsistent, unstable, and 
externally driven; the linkages between decisions and actions are loosely-
coupled and interactive rather than linear; the past is notoriously unreliable 
as a guide to the present or the future; and . . . political and symbolic 
considerations play a central, perhaps overriding, role in decision making.  
The economic agent confronted by uncertainty or unfamiliar environment begins 
the sensemaking process with three elements: a cue, a frame and a connection (Weick 
1998).  Cues are signals for action or stimuli that provide information about what to do.  
Thus, cues are ‘data’ from the emerging novel, discrepant, and/or uncertain environment 
that prompt sensemaking.  The unique characteristic of cues is that they tend to be taken 
as equivalent to the entire universe from which they come and they suggest consequences 
that are more obvious than the universe from which they come (James 1950).  Cues, once 
extracted from their universe, are familiar and simple structures that provide the input for 6 
 
making sense of what is occurring.  “Regardless of the cues that become salient as a 
consequence of context, and regardless of the way those extracted cues are embellished, 
the point to be retained is that faith in these cues and their sustained use as reference 
point are important in sensemaking,” observes Weick (1998 p. 53). 
Frames define the context within which data and information (cues) are received 
and processed.  The agent places the cues within a frame, enabling her to “comprehend, 
understand, explain, attribute, extrapolate, and predict” (Starbuck and Milliken 1988 p. 
51).  Frames are constructed from the agent’s historical socialization and are influenced 
by the knowledge acquired about similar or dissimilar cues received.  Thus, frames shape 
and define the cues that are placed within them, and are themselves shaped by the cues 
they receives (Cyert and March 1963; Leiter 1980; Klein et al. 2006).   
The frames and cues together create the connections that facilitate sensemaking to 
occur.  These connections emerge from the ties that are assumed to exist between the 
context and the data and the behavior of the agent as if they are true (Weick 1983).  
Indeed, Klein et al. (2006) argue that the frame functions as a hypothesis about the 
connections among the data, pointing out that a “reaction to doubt is to explain away 
troublesome data and preserve the frame” (p. 88).  There are also situations where the 
frame itself needs to be adjusted (reframed) due to the overwhelming strength of the cues 
that are received.  This position has been argued by Grove (1998) in his explanation of 
Intel’s decision to introduce a lower quality product in response to competitive pressures 
in the chip market.   
The antecedents to the launching of a new venture are not unlike the foregoing 
discussion.  Individuals are confronted with a changing environment with uncertain 7 
 
trajectories, undefined problems and/or discrepancies in outcomes.  Using the knowledge 
and information available to them, they progress systematically, albeit haphazardly, 
towards a decision to respond to the evolving environment through defined actions that 
emerge from the development of the right frames, cues and connections among the 
defining variables (Figure 1).  We argue that the frame, cues and the connections among 
them facilitate the process of sensemaking.  The more coherent the sense made about the 
evolving environment from the cues and their frames and connections, the better the 
strategies that are developed to address the environmental uncertainty that prompted the 
sensemaking in the first place.  However, in the process of sensemaking, the agent might 
perceive the inadequacy of data (cues) to confirm the frame, leading to the search for new 
data or the need to reframe using the available data or new data.  Once the economic 
agent is comfortable with the sensemaking emanating from the cues, frames and their 
connections, she crafts a strategy to implement actions that engender the desired 
outcomes.  These actions are not independent of the agent’s environment and are 
therefore subject to social responsibilities and relationships as well as competitive 
pressures.  They also engender internal shifts if they create knowledge, skills and 
experiences that were hitherto nonexistent.  Likewise, the outcomes from the actions 
create feedback on the cues and engender learning, leading to reframing of the frames 
and the development of new connections among the cues and the frames.  Thus, we 
reflect the seven characteristics of sensemaking argued by Weick (1998) in this figure, 
explicitly showing the links among strategy, action, outcomes, sensemaking and its 
antecedents.  8 
 
Figure 1: Basic Sensemaking Model 
 
Entrepreneurship and Sensemaking 
Despite being studied for nearly two centuries, entrepreneurship is still lacks a 
consistent and generally accepted definition among both scholars and practitioners 
(Shane and Venkataraman 2000), becoming one of those concepts eliciting the perception 
that “we know it when we see it.”  Some see entrepreneurship as new venture creation 
(Audretsch and Thurik 2001; Reynolds et al. 2004) while others see it a self-employment 
(Evans and Leighton 1989).  Indeed, there are those who have defined entrepreneurship 
as small businesses (Bridge et al. 2003).  These multiple perspectives make it difficult to 
conduct serious analysis of entrepreneurship and entrepreneurial actions.   
Despite this confusion about what entrepreneurship is, Mises (1996 p. 242) 
identifies entrepreneurship as an “embodiment of distinct functions in the market.”  From 
the perspective of Schumpeter (1950), these distinct functions include the recombination 
of resources in ways that create new value and offers new competitive advantage.  
Amanor-Boadu (2006) uses these concepts to define the necessary conditions for 
entrepreneurship as innovation and purposeful action.  Innovations may be defined as 9 
 
opportunities with uncertain outcomes because they are “unique, single cases, and not 
members of a class” (Rothbard 2004 p. 554), and hence are uninsurable.  The 
entrepreneur is the only one who can bear the uncertainties associated with these 
opportunities (von Thünen 1966).  Therefore, insurable activities fall outside the 
boundaries of entrepreneurship.      
Purposeful action, on the other hand, may be defined as the employment of means 
(strategies and resources) for the attainment of specific ends.  It is objective–driven, has a 
clear raison d'être, involves well–defined strategies and the execution protocols to 
achieve desired outcomes.  Mises (1993) argues that purposeful action results first from 
uneasiness, the desire to move from an undesired state to a preferred one that engenders a 
higher level of contentment.  It is motivated by an image that there exists a more 
satisfactory state capable of alleviating the discomfort associated with the undesired state.  
Bruch and Ghosal (2003) see purposeful action as a high energy-high focus activity and 
define it in terms of willpower, which they conceptualized as “a commitment that comes 
from a deep personal attachment to a certain intention (p. 35).  Surprisingly, Bruch and 
Ghosal (2002) show that while only about 10 percent of managers exhibited the 
characteristic of purposeful action, the majority (40 percent), were distracted managers, 
described as being well-intentioned, highly energetic but unfocused.   
When we place the foregoing within the context of entrepreneurship as the 
exercise of judgment over resource uses under uncertainty (Foss and Klein, 2005), then 
we begin to see the emergence of the relationship between entrepreneurship and 
sensemaking.  Judgment is necessary on when there are multiple and uncertain outcomes 
associated with decisions, when there is no obvious correct model or decision rule and/or 10 
 
when relevant data is unreliable or incomplete (Casson 1993). Thus, as illustrated in 
Figure 2, the environmental uncertainty triggers a need for innovation, which by default 
has uncertain outcomes.  These force a sensemaking process, searching for cues and 
developing frames and connections.  However, unlike Figure 1, sensemaking within the 
context of entrepreneurship seeks to achieve particular outcomes, hence engenders 
purposeful action, which is defined by plans and strategies, resource and resource 
combinations and judgments and actions.  There is a feedback mechanism embedded in 
this model because of the nature of the human being to learn.  The outcomes create new 
cues and knowledge that may be used to modify the sensemaking process or redefine the 
purposeful action that need to be taken in order to achieve the desired outcomes of the 
decision-maker.   




Producer Value-Added Ventures 
When confronted with family financial challenges, agricultural producers have 
two principal options: (1) off-farm income; and (2) initiating a value-added venture. Off-
farm income was originally seen as a temporary response to farm financial crisis.  
However, in the last few decades, it has become a permanent fixture in U.S. agriculture 
with more than 82 percent of farm family income originating off the farm in 2005 
(ARMS 2007) (Figure 3).  The number of hours farmers and their spouses are working 
off the farm has been increasing.  For example, it was estimated at 1,520 hours in 1996 
(Hoppe 2001), 1,762 in 2000 (Mishra et al. 2002) and 1,831 in 2004 (ARMS 2007).  By 
2004, spouses were spending 52 percent of their total time off the farm, up from 31 
percent in 1996.  At the same time, the proportion of farmers considering farming as their 
primary occupation has been declining while the proportion of farm operators 
considering their primary occupation as something else has been increasing (ARMS 
2007).  For example, 49.8 percent of farmers considered farming as their primary 
occupation in 1996 compared to 34.6 percent in 2005.  On the other hand, 30 percent of 
farmers considered their primary occupation to be something else in 1996 compared to 
42.9 percent in 2005.  Thus, not only are the number of hours spent off-farm and the farm 
family income emanating from off-farm activities increasing, farmers’ perceptions about 







Figure 3: Farm Family Income and Distribution by Source 
 
Source: Agricultural Resource Management Service, ERS/USDA, 2007. 
  A number of producers have chosen to enhance their family income from 
agricultural value-added enterprises.  Unlike value added – a term that economists have 
long used to measure the difference between value of shipments and the cost of all 
purchased inputs used in the production – “value-added” is used as an adjective.  The 
Free Dictionary by Farlex (www.thefreediscitonary.com) defines value-added as “Of or 
relating to the estimated value that is added to a product or material at each stage of its 
manufacture or distribution.”  Thus, value-added agriculture is intended to be different 
from agriculture as a tall boy is different from a boy.   
Value-added agriculture policy is managed principally by USDA under the 2002 
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which are aimed to encourage, facilitate and support the development of value-added 
agricultural ventures by primary producers around the country.  The purpose of these 
services is to enhance the economic well-being of producers who choose to stay on the 
farm and seize opportunities related to their primary production activities.  Amanor-
Boadu (2003) defined on the necessary and sufficient conditions for a value-added 
venture or activity.  It is necessary that the activity must have hitherto been performed by 
a downstream firm in the supply chain or be completely new to the supply chain.  This 
may be a simple activity as segregating live cattle before sending them down to a 
processing facility or as  complex as undertaking all the activities hitherto performed by 
one or more downstream firms.  Such is the case when wheat producers choose to process 
their wheat into flour and/or bake them into specialty bread instead of selling it to an 
elevator.  The sufficient condition for an activity to qualify as a value-added activity is 
that the firm or person performing the activity, regardless of how simple or complex, 
must be rewarded by the market in ways that exceed the cost of performing the activity.  
This reward may be in the form of higher prices or lower transaction costs resulting from, 
among other things, reduction in market risks associated with quantity and/or quality 
specifications and/or price variability.  The size of the reward must positively correlate 
with the enhancement in relative performance efficiency associated with the value-added 
activity.   
The U.S. Department of Agriculture’s program to implement the Farm Bill statute 
focused on providing producers interested in value-added activities with grant funding to 
support business development (feasibility studies and business planning) and working 
capital.  Data available from USDA Rural Development website (www.rurdev.usda.gov) 14 
 
indicate that 931 projects were funded nationally between 2001 and 2006.  They were 
distributed thus: about 40 percent were feasibility studies, 8 percent were business 
planning activities and 52 percent were working capital support.  Total funds disbursed 
between 2001 and 2006 amounted to a little over $135 million.  This was distributed 
among the three programs as follows: 70 percent to working capital, 25 percent to 
feasibility studies and 5 percent to business planning.  The trend in the share of the 
different support programs is presented in Figure 4.  This distribution is not surprising 
because the upper limit on the working capital grant is about $300,000 compared with 
about $100,000 for feasibility studies and business planning. But what is interesting is the 
relatively small and decreasing percentage of total funds in each year allocated to 
business planning.  When they put in the context of the program, though, they are not as 
surprising.  For one, USDA requires that the feasibility studies and business plans be 
supplied by third-party suppliers.  This increases the out-of-pocket expenses of the 
producers who receive such funds because they do have to pay a minimum of 50 percent 
of the total cost of such services to receive them.  And while business plans are important 
for entrepreneurial venture, the data suggests that people would rather spend their limited 
resources on applying for the larger working capital grant since the application 
requirements for both programs are virtually the same. 15 
 
Figure 4: Share Distribution of Value-Added Producer Grants by Type of Support 
 
Source: Developed from data from USDA Rural Development. 
The foregoing is indicative of the direct support that the federal government has 
put in place to support value-added venture development by agricultural producers across 
the country.  Other programs, such as the Agricultural Innovation Centers, provide direct 
hands-on support in ten states and the Agricultural Marketing Resource Center offers an 
online value-added agriculture library to streamline access to information.  Additionally, 
state departments of agriculture and commerce have all identified value-added agriculture 
as opportunities for enhancing the farm financial situation while supporting rural 
viability.  In short, significant public resources have been made available to producers to 
help them overcome many of the external hurdles that prevent the formation of new 
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Sensemaking and Value-Added Agriculture Ventures 
The foregoing shows how much government support has been provided in an 
effort to encourage value-added agriculture ventures in the U.S.  The value-added 
producer grants are competitive, implying that there are more producers and producer 
groups that have participated in the program than those who have been successful will 
indicate.  The cues and frames defining the context for sensemaking of producers 
considering value-added agriculture are income driven.  However, there are also social 
perceptions that influence value-added agricultural ventures as a choice over off-farm 
employment.  For some of these producers, off-farm employment is a signal of failure as 
a farmer.  Therefore, any activity that allows them to stay on the farm to earn some 
income is more acceptable than taking off-farm income.  Thus, income as an incentive for 
purposeful action may be lower than other factors that are shrouded in pride and similar 
psycho-social variables.    
We hypothesize that when there are financial grants available, they distort the 
risks associated with the ventures, making them more attractive than they really are.  This 
is especially so when there is high entrepreneurial hubris (Shrader et al. 2001).  Thus, the 
assessment of the competitive market environment confronting many of these ventures is 
poorly done, leading to the development of many me-too projects that end up creating 
unnecessary competition among producers.  When this happens, the result is exactly 
where they started: the market does not reward them for their effort because it is non-
unique and lack innovation.  Having lost its “value-added” criterion, the investment 
becomes a drag on the already stretched resources of the producer-entrepreneur.   17 
 
The other challenge is the idea of intellectual property protection.  Support from 
government often implies that success stories will be published.  Because producers have 
traditionally low understanding of intellectual property and its effect on competitiveness, 
they tend to provide more information than necessary.  When this happens, the blue print 
for success is published and copied by other producers, leading to rapid deterioration of 
any idiosyncrasies.  When this happens, the initiative loses its competitive edge quickly 
and results in normal market rewards, thereby eliminating the entrepreneurial profit 
incentive that supported the inventions in the first place. 
 The foregoing does not in any way suggest that government support for value-
added agriculture does not have a positive effect on some producers.  What we are 
suggesting is that the unexpected effect of these financial supports on the entrepreneur’s 
assessment of risks as well as their perceptions about success and embedded intellectual 
property must be moved to the forefront of conversations about agricultural value-added 
initiatives with government support. 
 
Conclusion 
This paper aimed to develop a sensemaking perspective of entrepreneurship 
within the value-added agriculture environment.  We have developed some conceptual 
frames for understanding sensemaking within the context of entrepreneurship.  The next 
draft will test the hypotheses about the importance of the various factors deemed to 
influence purposeful action pan out in a specific area of value-added agriculture.  This is 
expected to provide us with some indications on how best to structure policies to achieve 18 
 
the desired goals of entrepreneurial initiatives on farms to address the financial situations 
confronting producers.   
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